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Dangers of Unofficial § Interpretation of 
Tax Laws 


HE very extensive and _ constantly 

expanding official regulations and the 

ever recurring Treasury Decisions— 
amending, revising, or annulling—constitute, 
as an entity, the Government’s interpretation 
of the Law. Bearing in mind the caution stamp 
which the Government places conspicuously 
on its own official rulings, as distinguished from 
Treasury Decisions, no further word of caution 
from us to our subscribers would seem to be 
necessary as to the extent to which advice 
embodied in very unofficial and very general 
interpretations, explanations, and enlarge- 
ments issued commercially, for the consump- 
tion of laymen, should be relied on.”—From 
the Perpetual Cumulative Index of our 1921 
Income Tax Service. 
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)\@ Talks on Foreign Corporations 


No. &: 


Interstate Commerce and Intrastate Commerce 


(Purchases of Personal Property Within a Foreign State) 


A foreign corporation must some- 

| times consider whether its method 

f making purchases in a foreign 

state is such as to subject it to the 

necessity of securing permission to 

do business in that state under 
foreign corporation laws. 

A Colorado case holds that the 
purchase by a foreign corporation 
of machinery to be transported from 
a state to be set up and operated 
in another state is not doing business 

: do such a sense as to require its 
compliance with the foreign corpora- 
tion law of the state in which the 
purchase is made. Colorado Iron 
Works v. Sierra Grande Mining Co., 
15 Colo. 499, 25 Pac. 325; Gates 

Iron Works v. Cohen, 7 Colo. App. 

341, 43 Pac. 667. Seealso decisions in 

Iowa and in Montana, Ware Cattle 
Co. v. Addison, 107 Iowa 231, 77 
N. W. 1026; McNaughton v. Mc- 

: b=: 20 Mont. 124, 49 Pac. 651. 

A Pennsylvania case holds that 

the purchase by a foreign corpora- 

tion of oil for shipment to refineries 
in another state does not constitute 

“doing business.” Com. v. Stand- 

ard Oil Co., 101 Pa. St. 119. 

A federal decision holds that the 
making of a contract by a corpora- 
tion in its own state for the purchase 
of lumber to be sawed and delivered 
for shipment in a foreign state does 
not constitute “doing business” in 


| 





the foreign state. Parsons-Willis 
Lumber Co. v. Stuart, 182 Fed. 779. 

But a Kentucky case holds that 
where a foreign corporation pur- 
chased wheat to be delivered to it 
and paid for within a foreign state 
the transaction constituted “doing 
business” in the state, although the 
purchaser intended to ship the 
wheat out of the state. Bon- 
durant v. Dahnke-Walker Milling 
Co., 175 Ky. 774, 195 S. W. 139. 
In discussing other cases on the 
subject the Kentucky court said: 
“All of the cited cases have been 
decisions arising under the laws and 
in the courts of the states wherein 
the delivery of the goods sold was 
made, and we have not been re- 
ferred to any case wherein the con- 
tract, sale and delivery of the goods 
was made wholly within one state, 
and of the goods then in such state, 
and from a citizen of such state, 
where the transaction has been held 
to be one of interstate commerce, 
although the purchaser was con- 
templating removing the goods into 
another state after the sale and 
delivery to him.” 

A Minnesota case, Duluth Log 
Co. v. Pulpwood Co., 137 Minn. 
312, 163 N. W. 520, holds that a 
foreign corporation which has an 
agent in the state to purchase 
lumber, the lumber being delivered 
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in the state and contracts being 
forwarded to the corporation at its 
home office for approval, was “doing 
business” in the state, within the 
meaning of the statute with relation 
to jurisdiction over foreign corpora- 
tions and service of process upon 
them. 

A recent New York case involving 
the question of jurisdiction holds 
that where a Pennsylvania corpora- 
tion conducting a retail department 
store in Philadelphia, regularly and 
systematically purchased merchan- 
dise in New York and paid a buyer 
in New York to look up available 
merchandise, it was “doing busi- 
ness” in New York. Justice 
Dowling of the Appellate Division 
said: “In my- opinion, the con- 
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tinued and organized buying of 
goods here by the defendant is as 
much a part of its business opera- 
tions as the sale of these goods to the 
public. If the defendant was en- 
gaged in selling its goods in this 
city by the same agents and in the 
same manner, it is evident that 
under the authorities it would be 
“doing business” here and the 
service would be good. It must 
follow that a regular and long 
continuation of buying, instead of 
selling, is equally “doing business.” 
Fleischmann Construction Co. v. 
Blauners, 179 N. Y. Supp. 193. 


In our next talk we will discuss 
the holding of title to real property 
in a foreign state. 


Southern Pacific Subsidiary 


Organizes in Delaware 
Copies of Pacific Oil Company charter may be had on request. 


Under the plan for segregating 
the California oil properties of the 
Southern Pacific Company, adopted 
December 1 by directors of that 
company, the Pacific Oil Com- 
pany has been organized under 
the laws of Delaware. The capital 
of the new company consists of 
3,500,000 shares of no par value. 
This makes it the largest and one 
of the most important organizations 
announced during the past ten 
months. 

It is particularly significant that 
the Southern Pacific directors chose 
Delaware as the state in-which to 
incorporate. This is but another 
evidence of the increasing confidence 
manifested by counsel in that lead- 
ing charter granting state. There is 


a growing realization in legal and 
business circles that the corporation 
laws of Delaware constitute a 
strong, safe and permanent system 
which makes them attractive alike 
to the general public and to capital 
seeking investment. 

It was our privilege to assist 
Southern Pacific counsel in the 
organization of the new oil com- 
pany. There is some gratification 
in being able to report that we have 
likewise assisted counsel for prac- 
tically every other corporation of 
national importance organized dur- 
ing the past twelve months. 

Under the segregation plan, the 
Southern Pacific Company will 
divest itself of its holdings in the 
Associated Oil Company. It will 
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pay $52,500,000 for the 3,500,000’ 
shares of no par value issued by the 
Pacific Oil Company, which now 
holds title to the former oil prop- 
erties of the railroad. The railroad’s 
shareholders as of January 14 next 
may subscribe for this stock at 
$15.00 a share. The amount so 
realized will enable the new com- 
pany to purchase approximately 
259,000 acres, including about 
25,000 acres of known oil land. It 
will also acquire 200,690 shares of 
the Associated Oil Company, each 
of $100 par value. This represents 
50.48 per cent of the outstanding 
capital stock of the latter cor- 
poration. 

The Southern Pacific Land Com- 
pany, ownership of which is re- 
tained by the Southern Pacific 
Company, will receive from these 


The Commissioner of Internal 
Revenue has recently made his re- 
port to the Secretary of the Treas- 
ury for the fiscal year ended June 
30, 1920. It shows that income and 
profits tax collections for the fiscai 
year 1920 amounted to $3,956,936,- 
003.60, compared with $2,600,783,- 
902.70 for the fiscal year 1919. The 
net expenditure for collecting all 
internal revenue taxes is reported 
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sales $43,750,000—the Pacific Oil 
Company retaining $8,750,000 as 
working capital. 


It was announced by Julius 
Krutschnitt, chairman of the South- 
ern Pacific board, that the capital 
stock of the new company was 
placed at 3,500,000 shares to corres- 
pond with the number of shares 
outstanding, together with shares 
reserved for conversion of the 
company’s 5% convertible bonds. 
To avail themselves of the right to 
purchase stock of the new oil. 
company, the holders of these 
bonds must convert them into stock 
on or before January 14. 


We have reprinted the charter 
of the Pacific Oil Company and 
shall gladly send you a copy on 
request. 


dD cAnnual Report of the Commissioner of Internal Revenue. 


to be equivalent to 50 cents for 
each $100 collected. Dr. T. S. 
Adams, former Chairman of the 
Advisory Tax Board, appearing 
before the Ways and Means Com- 
mittee on December 13, 1920, and 
after the above report was made, 
said that the Internal Revenue 
Bureau had been unable to com- 
plete the checking up of the tax 
returns for 1917. 


Domestic Corporations 


California. 


Dissolution for Failure to Pay Taxes. 


The statutes of 1915 provide 


that the failure to pay the corporate license tax ipso facto terminates 
the corporate existence and that the forfeiture occurs on the Saturday 
preceding the first Monday in March at 6 o’clock P. M. (Stats. 1915, 


secs. 7, 10, 12, pp. 422, 425.) 


The provision requiring the Governor 


to issu a proclamation of such default and forfeiture is not contained 
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in the license tax law, nor in the law taxing corporate franchises (Stats. 
p. 7, sec. 24), but the State Supreme Court holds that in either event 
the dissolution of the corporation is effected by operation of law, because 
of such nonpayment, and not by proclamation. California Nat. Supply 
Co. v. Flack, 190 Pac. 634. 


Canada. 


Check which is Indorsed to Firm of which Drawer is a Member is a 
Valid Payment of Stock Subscription. A corporation was organized 
in Canada to take over the business of a purchasing and selling agent 
of a Scotch mercantile firm, the majority of stock being subscribed 
for by a member of the Scotch firm, who gave his check for the amount 
of his subscription. This check was endorsed to the Scotch firm in 
accordance with a by-law of the corporation in order to meet the engage- 
ments of the corporation in Great Britain and Europe. A suit was 
brought by a stockholder against the majority stockholder for payment 
of his stock subscription, it being contended that the indorsement of the 
check was equivalent to a loan to the stockholder in contravention 
of the Companies Act. It was held, that the check was in full pay- 
ment of the stock, and that it was not a loan to the stockholder by 
indorsement of the check to the firm of which he was a member. Hen- 
derson v. Strange, 54 D. L. R. 674. 


A Voluntary Winding Up of a Solvent Corporation Under the 
Dominion Winding Up Act does not ipso facto Make Insolvent. 
Where a corporation organized under the Companies Act of the 
Province of Ontario is in the process of voluntarily winding up its 
affairs though solvent, an order is properly refused a creditor of the cor- 
poration for less than six hundred dollars to declare the company in- 
solvent under the Dominion Winding-Up Act and appointing a receiver 
when creditors to the extent of more than $14,000 are opposed to a 
compulsory winding up. Judge Orde said: “Assuming for the sake 
of argument that, in the exercise of its power to legislate upon the 
subject of ‘Bankruptcy and Insolvency’ under section 91 (21) of the 
British North American Act, the Dominion Parliament can declare that 
the passage of a resolution to wind up voluntarily ipso facto makes 
the company insolvent, I am unable to see how and where in the 
Winding-Up Act it has so declared.” Re Empire Timber, Lumber 
and Tie Co., Ltd., 55 D. L. R. 90. 


Florida. 


Change in Name has no Effect Upon Corporations’ Rights, Prop- 
erty, or Liabilities. A suit against a corporation to remove clouds 
from a title to land was demurred to by the corporation under a changed 
name. A motion was made to strike the demurrer from the files because 
the corporation was not a party defendant under its changed name, 
ahd to enter a decree pro confesso for failure of the proper party 
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defendant named in the bill to appear. Both motions were denied. 
Judge Hones said: “The change in the name of a corporation has no 
effect whatever upon its property, rights, or liabilities. It continues. 
as before responsible in its new name for liabilities, previously con- 
tracted or incurred, and has the right to sue on contracts made or 
o. liabilities incurred to it—before the change. The change in the name 
of a corporation has no more effect upon its identity, as a corporation, 
than the change in the name of a natural person has upon his identity.’” 
Stewart v. Preston et al., 86 So. 348. 


Georgia. 


Knowledge of Creditor that Requisite Amount of Capital Stock 
Has not Been Subscribed is a Defense Against Subscriber’s Liability. 
Persons who organize a corporation and transact business in its name, 
before the minimum capital stock has been subscribed for, are liable 
to creditors to make good the minimum capital stock with interest. 
But if at the time credit is extended the creditor knows that the re- 
quisite amount of capital stock has not been subscribed, he cannot 
be said to have been misled, and in relation to him, the subscriber 
to the stock is not estopped from pleading such knowledge as a defense 
to a suit by the creditor for the difference between the amount actually 
subscribed and the minimum amount of the stock. Farmers Warehouse 
and Fertilizer Co. v. Macon Fertilizer Works, 104 S. E. 207. 


Illinois. 


Omission of Seal from a Certificate of Incorporation does not 
Affect its Validity. In the organization of a corporation in the State 
of Illinois all requirements were complied with in accordance with the 
General Corporation Act, Section 4, except as toa seal on the 
certificate of incorporation. In a quo warranto proceeding by the 
people on the relation of the Attorney General to determine the legality 
of the organization of the corporation, it was held that the corporation 
was legally incorporated in accordance with the statute. “The require- 
ment of a seal in the execution of documents by individuals has become 

* a.mere formality. It means nothing. Private seals no longer exist 
as a means of execution of specialties, for even an individual scrawl 
is not required. . . . The solemnity of the sealed instrument 
is purely Pickwickian and no longer represents an idea. . . . The 
purpose (of the certificate of incorporation) is to make a public record 
of the corporation, the definition of its powers, the amount of its stock,. 


etc. The addition of a seal is of no importance for these purposes.” 
b People v. Ford et al., 128 N. E. 479. 


Louisiana. 


Corporate Name. Statutes relating to corporate name do not affect 
the rule against the use of a name so similar to one already in use by 


others as to mislead the public. Tharp-Bultman-Southeimer- 
Tharp v. Tharp-Southeimer-Tharp, 85 So. 906. 
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New Hampshire. 


Repeal of Charter Does Not Terminate Lease. An amusement 
corporation leased a theater for a period of five years. Its charter 
was repealed by the legislature after two years of the lease had expired. 
It continued as a body politic for three years after the repeal of its 
charter, for the purpose of enabling it gradually to settle and close up 
its affairs. The plaintiff contended that he was entitled to immediate 
possession of the leased property because of the defendant’s dissolu- 
tion. It was held that the act of dissolution did not invalidate the 
lease, but gave the defendant three years in which to dispose of it. 
Conn. v. Manchester Amusement Co., 111 At. 339. 


New Jersey. 


Dummy Subscription toStock. In the organization of a corporation 
one of the organizers had his trustee make a written offer of certain 
property to the corporation in exchange for a certain amount of capital 
stock and $1,000 in cash. The offer was accepted by the corporation, 
and the agreement was perfected except as to the $1,000. This action 
is brought to restrain an action at law to recover this amount. The 
terms of the written contract between the corporation and the defend- 
ant trustee are sought to be changed by the admission of extrinsic 
evidence, showing that there was no intention that the promise to pay 
the $1,000 was to be fulfilled and that it was a mere make-believe. 
There was no fraud on the part of the defendant, and for this reason, 
extrinsic evidence was not allowed to vary the terms of the plainly 
written contract. Speedograph Corporation v. Maier, 111 Atl. 325. 


New York. 


Stock Corporation Law, Section 19, Providing for Issuance of 
Stock Without Nominal or Par Value, Construed. A mandamus pro- 
ceeding was brought against the Secretary of State to file a certificate 
of reorganization which changed common stock to stock without 
nominal or par value and provided that upon liquidation or winding 
up of the corporation the assets should be distributed by paying the 
preferred stockholders 120 per cent of the par value of their stock 
together with all unpaid accumulated dividends and to the holders of 
the common stock the remainder. It is held that the certificate should 
be filed and that it was not unreasonable or illegal as contended by 
defendant. The provisions of section 19 of the Stock Corporation 
Law, providing for the “issuance of shares of stock without nominal 
or par value,” show that the par value of preferred stock is not the 
precise amount the holder may receive from the surplus assets upon 
dissolution, but that that matter may be controlled by the certificate 
of incorporation. The words “preference as to principal” are used in 
describing the stock as distinguishing it from stock which is preferred 


*. 

















Indiana. 
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as to dividends only. The section does not purport to limit the pref- 

erences, but only requires that they be made definite and certain 

People ex rel. The Recess Exporting and Importing Corporation v. 

ae M. Hugo, as Secretary of State of New York, 191 N. Y. App. 
iv. 628. 


tah. 


Pledgor of Stock Entitled to Dividends Declared Before Sale of 
Stock by Pledgee. Where a dividend is declared upon stock of a 
corporation pledged to the corporation as security for a debt due the 
corporation, and the stock is sold after the dividend is declared, but 
before it is payable, payment of the dividend to the purchaser of the 
stock instead of applying it in reduction of the debt due the corporation 
from the pledgor, makes the corporation liable for the amount of the 
dividend so paid. Judge Frick in the course of delivering the court’s 
opinion said: “It is well settled in the absence of a statute to the con- 
trary, that the dividends belong to the stockholder who owns the 
stock at the time the dividend is declared, and, although he parts 
with the stock after the dividend is declared and before it is paid, he, 
nevertheless, is entitled thereto unless he has assigned or disposed of 
the dividend with the stock or independently thereof.” Western 
Securities Co. v. Silver King Consol. Mining Co. of Utah, 192 Pac. 664, 


Foreign Corporations 


Contract Void for Failure to Qualify. The provisions of the Indiana 
statutes relating to foreign corporations make failure to qualify a mis- 
demeanor. The Appellate Court of Indiana, Division No. 2, holds 
that this renders a contract made in violation thereof void. Con- 
sequently, the foreign corporation in this case is unable to recover 
in its suit for $12,000. United States Const. Co. v. Hamilton Nat. 
Bank, 126 N. E. 866. 


Installation of Sprinkler System is Doing Business. A foreign 
corporation entered into a contract for the equipment of a manufac- 
turing plant located in Indiana with a sprinkler system. The contract 
required the employment of labor for weeks in construction, involving 
the building of a tower, a tank, and other carpenter work, and the 
excavating and filling of trenches, with the use of material which was 
on the ground of the property of the manufacturing company. The 
Appellate Court of Indiana, Division No. 2, holds that this was not inter- 
state commerce but constituted “the transaction of local business in 
the state.” . United States Const. Co. v. Hamilton Nat. Bank, 126 
N. E. 866. : 










All-important Tax Year 
Anticipated 


While many measures amendatory to the 
Revenue Act of 1918 will be urged for immediate 
consideration by the “short session” of the Sixty- 
sixth Congress, the real work of revision must 
be left to the following Congress. An extra- 
ordinary session will no doubt be called by 
President-elect Harding soon after March 4. 
It is probable that the Revenue Act of 1921 will 
then come into beirtg. 


Revenue Act bulletins to be continued 
if revision of the tax laws is undertaken 


Subscribers for The Corporation Trust Com- 
pany’s Federal Income Tax Service and Federal 
War Tax Service in former years will recall the 
series of bulletins by which they were kept 
informed, step by step, of the status of the 
respective revenue bills then before Congress. 
Subscribers for the 1921 Services may anticipate 
similar attention to their need of prompt and 
accurate information on legislation tending 
toward a general revision of the tax laws. 

Equally important, subscribers will be mater- 
ially aided in preparing income and excess profits 


tax returns for the taxable year 1920. 
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What the 1921 Services will include 


The 1921 subscription period commences 
January 1. When the new loose-leaf binders are 
sent out, they will contain a compilation of all 
effective official matter issued prior to that 
date. During the year, an exact reprint of each 
new promulgation will be mailed to the sub- 
scriber under first-class postage. In many in- 
stances, rulings will be received in advance of 
availability through other sources. 

The Services will be supplemented by repro- 
ductions of blank forms used in the payment or 
collection of the several taxes, and by the 
weekly Bulletin of Bureau Rulings issued by 
the Government. 


Indexed and cross-referenced 


Both Services will be fully and exhaustively 
indexed and cross-referenced. The new per- 
petual cumulative indexing system—developed 
and perfected by us after years of experiment— 
will make the official answer to any given tax 
question instantly available. 

For further information, return the enclosed 
card. 


The Corporation Trust Company 
and Affiliated Companies 


New York Chicago Philadelphia 

Jersey City Los Angeles Pittsburgh 

Boston Portland, Me. Albany 

Washington St. Louis Wilmington 
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Michigan. 


Contract to Furnish and Erect Ornamental Plaster Work involves 
the tranaction of intrastate commerce. Failure of the foreign cor- 
porations undertaking this work to comply with licensing statutes of 
the state made it impossible for it to recover on its contract. Decorators’ 
Supply Co. v. Chaussee, 178 N. W. 665. 


New Jersey. 


Unqualified Foreign Corporation May Maintain Action on Contract 
Made Out of State. A foreign structural steel corporation contracted 
to fabricate and deliver to a second corporation the structural steel 
for a building and also to erect it. The contract of erection was sublet 
to a foreign third corporation. The steel hed been delivered and paid 
for and the building nearly completed when the employees of the 
third corporation went on strike. The third corporation then notified 
the second corporation that it would. employ other available non- 
union labor. This was objected to by the second corporation on the 
ground that a general sympathetic strike would then be called which 
would affect its general business.. It therefore breached the contract 
in order to prevent this. A suit in equity was brought to enjoin the 
conspiracy, so that the complainants could complete the contract. 
One of the numerous defenses was that the foréign corporation had 
not obtained a certificate to do business in the state, and therefore, 
under Section 98 of the Corporation Act it could not sue on the con- 
tract. The injunction was granted. As the contract was made outside 
of the state of New Jersey, section 98 of the Corporation Act did not 
apply, and the action could be brought; this section being applicable 
to contracts made in the state only. Lehigh Structural Steel Co. v. 
Atlantic Smelting and Refining Works, 111 Atl. 376. 


North Dakota. 


Isolated Transaction as Doing Business. When it appears that the 
principal place of business of a foreign corporation is but a short dis- 
tance over the state line, and that the corporation availed itself of the 
tributary territory, without regard to the state line, any single trans- 
action cannot be said to be an isolated transaction within the rule ex- 
empting the corporation from penalty for failure to qualify. Dahl 
[Implement & Lumber Co. v. Campbell, 178 N. W. 197. 


Foreign Corporation Statutes Apply to Interstate Business Only. 
Provisions of the statute prohibiting foreign corporations from trans- 
acting “any business within this state” is construed to mean only 
intrastate business. Construction which would made it applicable 
to interstate as well as intrastate business, would render it void as to 
interstate. commerce. A transaction is interstate commerce where 
it involves initial steps leading up to a sale of articles of commerce, 

. 
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which at the time of the sale were located in another state and the 
final consummation of that sale by delivery followed by transportation 


to this state. Dahl Implement & Lumber Co. v. Campbell, 178 N. W. 
197. 


Taxation 


Connecticut. 


State Income Tax with Respect to Foreign Corporations Upheld. 
The United States Supreme Court has sustained the income tax law of the 
state against attack because of its provisions relating to foreign corpora- 
tions. The law requires corporations to pay a tax upon net income 
as ascertained by reference to the income tax paid to the United States. 

If the company carries on business also outside the State of Connec- 
ticut, the proportion of its net income earned from business carried 
on within the State is ascertained by apportionment in the following 
manner: The corporation is required to state in its annual return to 
the tax commissioner from what general source its profits are principally 


‘ derived. If the company’s net profits are derived principally from 


ownership, sale or rental of real property, or from the sale or use of 
tangible personal property, the tax is imposed on such proportion of 
the whole net income, as the fair cash value of the real and the tangible 
personal property within the State bears to the fair cash value of all 
the real and tangible personal property of the company. If the net 
profits of the company are derived principally from intangible property 
the taxi imposed upon such proportion of the whole net income 
as the gross receipts within the State bear to the total gross receipts 
of the company. 

The Underwood Typewriter Company is a Delaware Corporation. 
Its main office is in New York City but all its manufacturing is done 
in Connecticut. It brought suit to recover income tax paid to Connec- 
ticut, contending that the law violated the United States Constitution. 
The United States Supreme Court, however, holds to the contrary, 
because there was nothing in the record of the case to show that the 
apportionment adopted by the State “was inherently arbitrary, or 
that its application to this corporation produced an unreasonable 
result.” Underwood Typewriter Co. v. Chamberlain, (No. 215 S. U. 
Supreme Court No. 215—October Term, 1920). 


3 Missouri. 


x 


Franchise Tax Levied on Property Having Situs Within State 
Although Employed in Interstate Commerce is Valid. A franchise 
tax imposed upon a foreign railway corporation for the right to do 
business in the state of Missouri, which was computed upon the propor- 
tion which the assets of the corporation used within the state in inter- 
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state as well as intrastate business bore to all its property and assets 
wherever located in accordance with the Franchise Tax Act of 1917, 
does not violate Article 1, Section 8, of the Federal Constitution, 
in that it would amount to the laying of a tax on interstate commerce. 
Nor does it violate the Fourteenth Amendment of the Federal Con- 
stitution depriving the corporation of its property without due process 
of law. State ex rel. Wabash Ry. Co. v. Williams et al., 224 S. W. 822. 


New York. 


A Foreign Corporation May Be Within State for Corporate Pur- 
poses and Not be Doing Business Within the Meaning of the Taxing 
Statutes. A foreign corporation organized under the laws of the State 
of Connecticut whose business was the operation of railroads in Manila, 
Philippine Islands, had on deposit with a trust company in New York 
City the bonds it owned of other foreign corporations doing business 
in Manila, along with a promissory note taken from one of the foreign 
corporations in exchange for and as collateral security to its own bonds. 
It also had a bank account in that city made up of receipts of interest 
and dividends from the Manila roads. No other property within this 
state was owned by the corporation. It had an office in the City of 
New York with a management company where it held directors’ 
meetings, paid interest on. its bonds, declared and paid dividends 
on its stocks out of receipts from the Manila roads, and loaned or 
advanced money to them. Its principal office was in Connecticut, 
where stockholders’ meetings were held. The question involved is 
whether the facts set out constitute “doing business” in the state of 
New York sufficient to make valid license and franchise taxes imposed 
by the State Tax Commission under the Tax Law of the state of New 
York. It was held, that the corporation was not doing business and 
employing capital within the state so as to make the Tax Law appli- 
cable. People ex rel. The Manila Electric Railroad and Lighting 
Corporation v. The State Tax Commission of the State of New York 
(N. Y. Court of Appeals, Nov. 16, 1920—not yet officially reported). 


Failure of Assignor to Pay Stamp Tax on Executory Agreement 
to Sell Stock no Defense in Action to Compel Corporation to Trans- 
fer Stock upon its Books. Plaintiff made an executory contract to 
sell his stock in defendant corporation and presented his stock certi- 
ficates properly indorsed for transfer, requesting that the transfer be 
made upon the corporate books and new certificates issued to the pur- 
chaser of the stock. This the corporation refused, on the ground that 
the stamp tax imposed on such transfers by the State Tax Law and by 
the Federal Revenue Act of 1918 had not been paid. It was alleged: 
that the tax must be paid upon the mere agreement to sell the stock, 
which was in effect a transfer. To this defense a demurrer was inter- 
posed, which was sustained. 


» 


The Corporation Journal 295 


The court said: “It seems to me that the defendant corporation 
can only insist that stamps shall be affixed and cancelled at the time 
the transfer is accomplished. There is no allegation that the transfer 
is accomplished. The agreement to sell the stock was not effective 
until the transfer was made and the new certificate issued. The statute 
is satisfied if the tax be paid when the transfer is accomplished.” Smyth 
v. Pure Ice Company, 193 N. Y. App. Div. 479. 


Foreign Corporation not Subject to Franchise Tax for Doing 
Business when Engaged in Transporting Gas by Pipes from One State 
to Another. Two foreign gas corporations which piped natural gas 
from gas fields in Pennsylvania to homes, offices and factories in 
New York were assessed with franchise taxes by the State of New York 
for the privilege of doing business in that state. In an action by the 
foreign corporations to have the taxes declared invalid on the ground 
that their sole business is interstate commerce, it was held that the 
taxes were invalid. The pipe lines of one of the corporations running 
into the state were connected with the pipe lines of local gas com- 
panies and an insignificant amount of locally produced gas infused and 
carried to the consumers. Did this change the nature of the trans- 
portation from interstate commerce so as to subject the corporation 
to a franchise tax? It was held that it did not. Judge Cardozo said: 
“‘We are unable to persuade ourselves that the incident has absorbed 
the principal, that the stream has lost itself in the tributary, and that 
the infusion of the local product, while the imported one is still in 
transit, before the destination has been reached, or a state of rest 
attained, made severance of the business into its elements impossible, 
and fixes upon the transit of the whole the stamp of local commerce.” 
People ex rel. Pennsylvania Gas Co. v. State Tax Commission, 229 


N. Y. 446. 

When Franchise Tax is Properly Assessed Against Foreign Cor- 
poration as Doing Business within State. A foreign corporation had 
not been doing business in the state of New York except that it 
acquired all of the capital stock, other than qualifying shares, of several 
corporations organized under the laws of New York. It was assessed 
with a franchise tax and required to file capital stock reports for several 
years past, upon which a tax was levied. ‘These reports were filed 
under protest and action was brought to test the validity of the tax, 
which was upheld. A franchise tax is properly assessed against a 
foreign corporation as doing business within the state when it acquires 

the capital stock of corporations organized in the state. The People 

e of the State of New York ex rel. The Star Company v. Walter H. 

Knapp et al., as Tax Commissioners of the State of New York, et al., 
239 N. Y. 108. 


Pennsylvania. 


Shares of Stock in Corporation Owning Stock of Another Corpora- 
i tion Representing Property out of State Taxable. The shares of stock 
, of a corporation which have not been taxed because represented by 
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property permanently located outside of the state are taxable when 
they are owned by another corporation and constitute part of its 
capital stock. Such tax does not violate the Act of Jan. 3, 1868 (P. L. 
1318), Act June 1, 1889 (P. L. 402) sec. 1, Act June 8, 1891 (P. L. 229), 
and Act June 17, 1913 (P. L. 507), which was enacted to relieve from 
taxation shares of stock of corporations liable to a tax on their capital 
stock. In this case there was no double taxation, for the stock had not 
been taxed before its transfer to defendant corporation on account of 
it being represented by property situated permanently outside of the 
state. Commonwealth v. Shenango Furnace Co., 110 Atl. 761. 


Some Important Matters for 
January and February 


This calendar does not purport to cover general taxes or reports to other than 
state officials, or those we have been officially advised are not required to be filed. 
The State Report and Tax Service maintained by The Corporation Trust Company System 
sends timely notice to attorneys for subscribing corporations of reports and tax matters 
requiring attention from time to time, furnishing information regarding forms, practice 
and rulings. : 

Atasxa—Annual Applications for Licenses on certain occupations due 
on or before January 15th—Domestic and foreign corporations and 
persons. 


Annual report due on or before March 1.—Foreign Corpora- 
tions. 
AtapaMa—Annual Franchise Tax payable January 1, but may be paid 
without penalty until January 31—Domestic and Foreign corpora- 
tions. The time for payment will probably be extended because 
of the delay in sending out report forms. 
Annual Franchise Tax Statement although due between 
November 1 and December 15th, the State Tax Commission 
informs us that this statement will not be required until after 
January 1, 1921. Domestic and Foreign corporations. 
Arrzona—Annual Statement of Mining Companies due between January 
1 and April 1—Domestic and Foreign corporations engaged in 
mining of any kind. 
Ca.irorniA—Annual License Tax due between January 1 and lst Monday 
of February—Domestic and Foreign Corporations. . 
Capital Stock Affidavit due Sannees Taanary 1 and Ist Monday 
of February—Foreign Corporations. 
Report on General Franchise due within 10 days after first 
Monday in March—Domestic and Foreign corporations. 
Cotorapo—Annual Report due within 60 days after January 1—Domestic 
and Foreign corporations. 
Connecticut—Annual Report due on or before February 15—Domestic 
and Foreign corporations. 


De.taware—Annual Franchise Tax Return due on or before first Tuesday 
in January—Domestic corporations. 


. 
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Intinors—Annual Report due between February 1 and March 1— 
Domestic and Foreign corforations. 

Annual Refort to Director of Labor due between January 1 
and January 15—Domestic and Foreign corforations. 

Inprana—Annual Capital Stock Rerforts due on or before March 1— 
Foreign Corporations engaged in manufacturing. 

Annual Refort due during January—Foreign corporations. 

Kansas—Annual Report and Franchise Tax due between January 1 
and March 31—Domestic and Foreign corforations. 

Kentucxy—Annual Report due on or before February 1st—Domestic 
and Foreign corforations. 

Maine—Annual License Fee due on or before March 1.—Foreign Cor- 
porations. 

Maryitanp—Annual Report due between January 1 and March— 
Domestic corforations. 

Annual Statement due.between January Ist and March Ist— 
Foreign corporations. 

MassacuusEetTts—Annual Report of information for income tax due 
between January 1 and March 1—Domestic and Foreign corpora- 
tions. 

Micuican—Annual Report due in January or February—Domestic and 
Foreign corporations. 

Missourt—Annual Return of Net Income due between January 1 and 
March 1—Domestic and Foreign corforations. 

Annual Capital Stock Refort due on or before February 1— 
Domestic and Foreign corporations. 

Montana—Annual Report due between January 1 and March 1— 
Foreign corporations. 

Annual Return of Net Income due between January 1 and 
March 1—Domestic and Foreign corporations. 

New Hampsnire—Annual Return due on or before March 1.—Domestic 
and Foreign Corporations. 

New Mexico—Annual Income Tax Report due between January 1 and 
March 1—Domestic and Foreign corporations. 

New Yorx—Annual Franchise Tax payable on or before January 15— 
Domestic and Foreign business corporations, other than those 
subject to the so-called income tax. 

Annual Rerort due during January.—Domestic and Foreign 
corporations. 

Annual Return of withholding agent due between January 1 
and April 15—Domestic and Foreign corporations. 

Nortn Carotina—Annual list of officers and employees due during 
January—Domestic and Foreign corporations. 

Norts Daxota—Annual Excise Tax Report due on or before March 1— 
Domestic and Foreign corporations. 

Annual Income Tax Return between January 1 and March 1 
—Domestic and Foreign corporations. 


(Continued on next page.) 
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Oxn1o—Report to Industrial Commission due during January—Domestic 
and Foreign corporations. 

PennsyLvania—Capital Stock Report and Corporate Loan Report due 
between January 1 and February 28—Domestic and Foreign 
corporations. 

Bonus: Report due between January 1 and February 28— 
Foreign corporations. 

Ruopve Istanp—Corporation Tax Return due on or before March 1— 
Domestic and Foreign corporations. 

Annual Report due during February—Domestic and Foreign 
corporations. 

Soutna Carotina—Annual License Tax Report due during month of 
February—Domestic and Foreign corporations. 

Annual Report due during January—Foreign corporations. 

Sours Daxota—Annual Capital Stock Report due during January— 
Foreign corporations. 

Texas—Annual Capital Stock Report due between first day of January 
and the 15th day of March—Domestic and Foreign corporations 
that are required to pay annual franchise tax. 

Unitep States—Annual Return of Net Income due on or before March 
15—Domestic and Foreign’ Corporations. 

Vermont—Annual Tax Return due on or before March 1—Domestic 
and Foreign corporations. 

Annual License Tax payable on or before March 1—Domestic 
and Foreign Corporations. 

Extension of Certificate of Authority due between January 1 
and March 31—Foreign Corporations. 

Annual Report due on or before March 1—Domestic corpora- 
tions. 

List of Stockholders due on or before April 5—Domestic and 
Foreign corporations. 

Vircrnta—Annual Registration Fee due on or before March 1—Domestic 
and Foreign corporations. 

Annual Franchise Tax due on or before March 1—Domestic 
corporations. 

West Vircointa—Excise Tax Return due on or before March 1—Domestic 
and Foreign corporations. 

Wisconstn—Annual Report due between January 1 and April 1—Domes- 
tic corporations. 

Annual Report due between January 1 and April 1—Foreign 
corporations. 

Income Tax Return due between due between January 1 
and date fixed annually by State Tax Commission—Domestic 
and Foreign corporations. 

Income Tax due on or before January 31—Domestic and 
Foreign corporations. 
























PUBLICATIONS 


The following publications may be obtained without charge from the nearest 
office of The Corporation Trust Company System: 


What Constitutes “Doing Business’. (Available only to members of the bar.) 
The more important court decisions on “‘doing business”, handed down in 
the course of the past ten years, have been reported in The Corporation 
Journal. These have been arranged under state headings and are re- 

printed in pamphlet form. 

Congress and Taxes. An authoritative discussion of this vital subject. 
a description of our Federal Tax Services. 


Revenue Act of 1918. Contains complete text of the Federal tax law, approved 
by the President February 24, 1919. 


New York Income Tax Laws as Amended. Full text of the personal income tax 
law and of the corporation “income tax” law. 


Reorganizations, Mergers or Consolidations. (Official to June 25, 1920.) Con- 
tains excerpts from the Revenue Act of 1918, together with departmental 
rulings and regulations bearing on the subject. 


Business Corporations Under the Laws of Delaware. Gives advantages of the 
law, statutory requirements and forms; includes a description of shares 
without par value. The General Corporation Laws are published in a 
separate booklet. 

Important Changes in the Corporation Laws of New Jersey. Special Corporation 
sen No. 97 contains a reprint of the laws approved by the Governor of 

Jew Jersey on April 9 and 15, 1920, including repeal of the last of the so- 
called “‘seven sisters” laws. 
‘ Illinois General Corporation Act and Securities Law. 


Business Corporations Under the Laws of Maine. Gives advantages of incor- 
poration under Maine laws, features of shares without par value, statutory 
requirements and forms. The text of the statutes relating to business cor- 
porations is also available in a separate pamphlet. 


New York Non-Par Value Law. A reprint of Corporation Journal No. 35; con- 
tains text of the New York non-par value law and a copy of the certificate 
of incorporation of the Wisconsin Edison Company, the first large company 
incorporated thereunder. 

Extracts from the Statutes of the Various States Relating to the Admission of 
Foreign Business Corporations may be had by counseL who are interested 
in the qualification of a particular corporation in a state or group of states. 
Please advise in which state you are interested. These printed statements 
show the documents to be filed, fees and taxes to be paid and the statutory 
penalties for failure to comply in the states under consideration. 

New York Transfer Requirements. A card listing requirements to be observed 
in transferring various classes of stock in New York. 


Illinois Transfer Requirements. Contains a list of requirements to be observed 
in Illinois. 


Includes 
























THE CORPORATION JOURNAL 


The object of The Corporation Journal index is issued from time to time. The 


is to furnish to corporation attorneys, 

Mm and others interested, a brief account of 
4 current happenings. recent court decisions, 
new laws, etc. Lengthy discussion is 
avoided, the purpose being to make the 
publication a memorandum for the busy 
attorney upon which he may rely for 
— — and to which he may con- 
y refer. Cross references are 

made to preceding pages and a cumulative 
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Corporation Journal is issued monthly 
except in July and August, and it is sent 
without charge to those requesting that 
= names be placed upon the mailing 


A_ substantial ring binder will be 
furnished upon receipt of $2.00 Copies 
of The Corporation Journal sent to users 
of this binder are punched for ready 
insertion. 


An important new feature 
of our Federal Income Tax Service 


“The first step is to find the law. If it can be found, generally 
it can be learned.” In the case of the Federal tax laws the ap- 
plication of this is to the constantly changing promulgations 


governing the enforcement of their provisions, rather than to the 
laws themselves. 


A new feature of The Corporation Trust Company’s Federal 
Income Tax Service is the perpetual cumulative index, appear- 
ing for the first time in the 1921 Service. This is without doubt 
the greatest single improvement, though merely a perfecting of 
our original scheme of indexing and cross-referencing, made in the 
Service since its institution in 1913. 


The indexing system of the 1921 Federal Income Tax Service 
is in four parts: 


(1) The very comprehensive general index. 


(2) A series of new cumulative indices, one for each Article of 
Regulations 45, Revised, listing official rulings, decisions, 
etc., relating to the particular law section under which the 
Articles are grouped. These indices will be revised at 
frequent intervals. 


(3) Exhaustive back-references. 

(4) Table of contents to Regulations 45, Revised—always 
up-to-date—and running table of contents to all current 
matter—also up-to-date at all times. 

The new indexing system will cover the law and any amend- 
ments, court decisions, the Articles of Regulations 45 (and revi- 
sions thereof and additions thereto), Treasury Decisions, informal 
rulings, and Bulletin rulings (old and new), and will be kept 
up-to-date at all times. It will make any official matter con- 
tained in the Service, or furnished to the subscriber as a supple- 
ment thereto, instantly accessible, with a minimum expenditure 
of time and effort. 


For detailed information regarding the Federal Income Tax 
Service, and the War Tax Service, return the enclosed card. 


The Corporation Trust Company 
37 Wall Street, New York 
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